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1 . REGRET DELAYED RESPONSE TO REF A, BUT FOLLOWING MAY 
CLARIPY ISSUE. 

2. AEC IN AUGUST 19-20 NEGOTIATIONS WITH FRG COVERED 
SEVERAL PROPOSALS AND COUNTER PROPOSALS. SIMPLY STATED, 
ERG PRESSING POR ARRANGEMENT SIMILIAR TO THE PIRST OF 
TWO EXECUTED UNDER PRIOR OPFSET AGREEMENT. AEC STATED 

IT WOULD BE DIPPICULT TO AGREE TO THIS ARRANGEMENT BECAUSE 
SUPPLY NO LONGER EXCEEDS DEMAND AS WAS CASE AT THAT TIME. 
AEC PRESENTED SEVERAL COUNTER PROPOSALS, ALL REJECTED BY 
ERG. FINALLY AEC DID SUGGEST AN ARRANGEMENT TO WHICH 
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ERG AGREED TO GIVE PURTHER SERIOUS CONSIDERATION. UNDER 
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THIS ARRANGEMENT AEG WOULD UTILIZE THE PROVISIONS OF 
THE "URANIUM ENRICHMENT SERVICES CRITERIA” UNDER WHICH 
AEC MAY SUPPLY ENRICHING SERVICES ON SHORT NOTICE WHEN 
SUCH SERVICES ARE IN EXCESS OE ITS AVAILABLE CAPABILITY. 
DELIVERY WOULD BE COMPLETED PRIOR TO END FY75 AND 
FOLLOWING DELIVERY BY THE ERG OF THE RELATED QUANTITY 
OF FEED IN THE FORM OF URANIUM HEXAFLUORIDE. ERG GROUP 
AGREED TO GIVE THIS PROPOSAL SERIOUS CONSIDERATION UPON 

ITS RETURN TO ERG BUT STILL EXPRESSING RESERVATIONS AND 
A STRONG PREFERENCE FOR THEIR OPENING PROPOSAL. THE 
BACK-UP DATA PROMISED BY AEC TO SUPPORT THEIR POSITION 
WAS PROVIDED TO HEIDENREICH (EURATOM-WASH.) AND JELINEK, 
NUKEM, WHICH WE UNDERSTAND WOULD BE PASSED TO TECHMIN. 
COPIES OF AEC MINUTES BEING POUCHED TO SCIATT, REG. 

NO. I8I5838. AEC ALSO OFFERED TO CONSIDER ANY NEW 
ERG COUNTER PROPOSALS. 

3. WE ARE AWAITING ERG RESPONSE TO THIS MOST RECENT 
PROPOSAL AND BELIEVE THESE GOOD FAITH NEGOTIATIONS ON 
URANIUM ENRICHMENT WHICH WE EXPECT TO ACHIEVE MUTUALLY 
ACCEPTABLE CONCLUSION SHOULD NOT EFFECT DISCUSSIONS ON 
DEVELOPING THE RESEARCH AND DEVELOPMENT PROGRAM LIST. 

TO DO SO WOULD ONLY RESULT IN FURTHER DELAY AND CAUSES 
US TO WONDER IF THE ERG IS SERIOUS IN WISHING TO PROMOTE 
THIS NEW CONCEPT TO ACHIEVE ITS POTENTIALLY MAXIMUM 
MUTUAL BENEFITS IN TECHNICAL, ECONOMIC, AND POLITICAL 
SECTORS. SUGGEST THE EMBASSY MAKE THE FOREIGN OFFICE 
AWARE WE ARE CONCERNED THAT THIS ISSUE IS BECOMIRG MORE 
COMPLEX THAN WE BELIEVE IS NECESSARY AND DO NOT WISH 

TO SEE IT BE ESCALATED INTO A CONFRONTATION. 

4. IN VIEW THIS DEVELOPMENT REQUEST EMBASSY RECONFIRM 
SCHMIDT-KUESTER VISIT 25 SEPT. TO DISCUSS JOINT COAL 
TECHNOLOGY R&D (REF. B) AND URANIUM ENRICHMENT WITH 
CONNOR, AEC (REF.C), AND WHETHER HE CONVEYS OFFICIAL 
MINISTRY POSITION ON BOTH. KISSINGER 
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